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TO: LAWRENCE M. NOBLB 
GENERAL COUNSE,L 

ASSISTANT STAFF DE 
AUDIT DIVISION 

REFERRALS FROM TIE AUDIT 8 
DOLEKEMP '96 CC)IU"PLIAWCE CO 

SUBJECT: 

Among the subject referrals EUC : s e v d  that q u k e  
hohibited Contribution referral con1ntain.s 
us Air. 
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Section 441b(a) of Title 2 of &e United Staers Code ~ 9 t w .  in 
is unlawful for any national bzk ,  corpaintion or : a b  organbtiarn to znaJre a 
contribution in connection with any election for F c d d  office. 

Sections 1 16.3(a) anti (ti) of Title 11 ofthe Codc OFF& 
state, in relevant part, that a corporation in its capcity as a commeacid G 

extend credit to a candidate or politiid committee psovided thsp plk m 
the ordinary course of the corpo&tn'!j business and the tmns rn suk 
extensions of credit to nonpolitical debtors that are o f s h i h  risk apdl size do& 
An extension of credit in the ordinary come of &e contnnercial V&OI"S 

not be considered a contribution. 

Further, 11 CFR $1 16.3(c) states, that in deeminirng 
extended in the ordinary course of busmess, the Commission will cmxi ik -  

(1) Whether the cormerciid vendor follm-ed its CSFab! 
procedures and its past &ce in approving &t* ai&m d 
credit: 

(2) Whether the commercial vendor received p m p t  in hll if 
it previously extended ae&t PO ?he same candidate or plii 
committee; and 

( 3) Whether the extension of credit d m a l  to &le d d 
practice in the c o m d  vendor's trade m fdl-. 

Finally, I 1 CFR 4 I 16.3 (d), e ses ion  of a d i t  
explains that the Commission may rely on the regula!ions 
agencies to determine whether extensions ofcredit by 
Federal agencies were in the ordinary c o m e  of bwiness. 

Section 9003.2(a)(2) of Title 1 1 of the 
?.I cm 

Presidential and Vice Presidential candidate ofa major party shall, tm 
perjury, certify to the Commission hiit no contributions h e  or will In 
candidate and his or her authorized ccmmitaeee except for ~ n ~ ~ ~ n 6  sa 
deposited to thi: candidate's legal and accounting compliance M, 
deficiency in payments received fromi the Fund. 

in relevant part, that to be eligible to meive payme 

$0 make ap 

Section 9007.2@)(5) ofthe Code of Federal ~ e ~ ~ ~ ~ a ~  
that if the Commission determines that an eliyibk candihte ofa major 
the candidate's; authorized committee(s) or agent(s) accepted ~ o n ~ ~ ~ ~ ? i ~  to de - 
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qualified campaign expenses, it shall notify the candidate of thc mount afcomtpiMm 
so accepted, and the candidate shall pay to the Treasury an m o m t  &I to s h  mcria9. 

1. Extension of Credit bv US Airwaprs 

Office of the Secrtxay, Department of T w m t t i a n  @OT) 
regulations at sections 374a.4(a)( 1) and (2) of Title 14 ofhe Code ob F s M  
state, in relevant part, that unless full payment iri advance is d, no air d e r  
provide transportation to any person it knows, or has reasons t~ bow. kt a 
person acting on behalf of such candidate, in connection witlr the campaign of such 
candidate, exceplt in accordance withi, and subject to, the following condiOioars: 

(1) At least once a month the air carrier shall submit to each sa& can&&& m 
person a statement ciwering a11 unsecured d i t  ~ d * a  10 such 
candidate or person, ils the case may be (whether in conneetion with &e 
campaign of such carididlate or othenwise.); and, 

(2) Sluch statements shall, be mailed no later phan the mzod bkss day 
fcdlowing the last day sf‘the billing pepiod, coveredl by ate .statmnmt. 

Section 374a.4(a)(4)(i) offitle 14 of the Fedat  of 
Regulations states Mat unsecured cnxlir shall not be extended by am air errsn’er DO 8 

candidate, or to :my person acting 011 his behalf in coNNCti~n with th-e t 
candidate, so lorig as any overdue inidehtedness of such cadidate eS 
remain unpaid, in whole or in part, or SD long as such air d e r  ddll Iwww W 
overdue indebtedness of such candiiiate to any other air &er rer& 
or in part. 

Section 374a.4(a1)(5Xii) of Title 14 ofthe F d m B  
Regulations states that within 7 days aliter indebtedness becomes ovdl%r: 
unsecured credit extended by an air carrier to a person h g  an h&Af of8 
accordance with paragraph (a)(5)(i) of h i s  section. the ami- ski1 notify 
writing of the amount of the overdue hdebtedriess, and, d e s s  pa 
after the date of such notice. the overdrlie indeb?edness sMl be de 
indebtedness of the candidate, for the liurposes of patisgraph (aH4 

During the ci3urje of fieldwork. the A d i t  !Wgawkwed 
documentation ,asociated with a debt owed by Dole/#anp *%, I 
review indicated that DK received nnvtaices from US Airways & 
($76,905), Septmnber IS, I996 ($8 1.039) mnd Ocmber 2,1996 
paid in full by September 18, 1996, September 26,1996 and W o k  k7, 
respectively. The next invoice, dared O c t o k  31. 1996, showed 
Airways of $561,439. The final invoice available for ow review, 
1996, indicated that DK had made no ,payments and the aau?mnding hi 
increased to $1,066,217. No additionill billings for sewices 
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1996, however since the election Rad occurred approximately B month earlier DK ii&tly 
had no M e r  need for the travel accixm. DK n d e  regular ppm?.s from 
12,1996 Ohrough January 15,1998 tal reiiuce the mount due US 
Since that timr. additional payments have been made reducing phe 
$272,037 ~t September 30, 1998 ’. 

As noted in the ci &tiom above, once a balance hmmes rn 
“overdue indebtedness” the carrier is required to follow specific 
payment, or dixoatinue granting credit. Although disconttinUing the 
was not an option, given that the first unpaid bill did not k o m ~  “19v 
until after the election, there is no evidence in DK files 
received from US Airways, or that other attempts were 
debt. Further, there was no evidence that this debt was 
The question of an extension of crediit oltrtside the ord 
discussed with DIK representatives at a conference he 

Subsequent to this conference, DK 
unsigned statement which noted that US’ A 
payment schedules; and, that all dealings 
statement also indicated that US Airways had m 
provided no evidence of such efforts. DK also 
Haywood, DK Assistant Treasurer, wIii:h stated that a travel account PMS 
with US Airways by the campaign’s travel agent, McNair Travel, in ord&~ 
all ticketing and billing; and, that US Aiirways reprem!atks b e  beeat 
contact” with the campaign over colllection of this deb. A ~ t i ~ ~ S y ,  a! 
1997 collection 11:tter fiom US Airways demanding payment is cited, so c 
document is provided. Finally, a ienter .kom McNair Tmel is pmukkd 
DK’s relationship with US Airway’s Air Travel Card Division “is typical dftbs: 
arrangements wil h our other clients ,and is standard in the industry.” 

The Audit staff vias not persuaded 
trave1 is not in a position to address wh~:ther US Airways 
normal course of its business or whether it complies wi 
Federal Kegulati~ons. Information from US Aisways 
policies for similar clients has not been provided. Further, m Csocumm 

I On it’s 1997 Year End Report. DI; disclosed a debs to 
‘Ihe Audit ,Qff determined the conecl amount IO be 
Deparrmenlt of Transportation. thair relflcct OS dinways’ calcuh?ian oftfrcc I 
materially agree with the Audir sfaR 5, calculation. DK’s mponse 10 bte ~ l r :  
that the difference relates to amounts [hat werc to be paid by &E RNC ;p. CCD 
(2 U.S.C. ! i ia(d)] .  Since the RlNC lhas nor paid the &bliga!ksm. &ey pte a m ?  
recognized by DK. 

US Airways reported the followirig balances to the W.S. Deprtmm~ dTm 

1998.S271.670; and, January 31. 1999. S280,447. 

(181 
1 

dates indicated: September 30, Ociober 31, and November 30. 19998. S269,!iM; bcemk 31. - 
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provided of any efforts made by US Airways, after Decmber 4,1996. MI collecr this 
debt. In the Exit Conference Memorandum (Mernorandt@. ttK Aidit a& 
that DK received a contribution from US Airways. The amowl of IRt umtn 
$1,066,217 a! December 4, 1996 and h i t  $325,409 remaimdl ou%mndinjg. 

In the Memonmdim, the Audit staff 
provide documentation t t  demonstrate ahat the credit 
ordinary course of business and did not represent a prohibited c o m r i ~ i ~ a  Tbe 
information pravxded was to include examples of other cutomem or cliem Q~~~~~ 
size and risk for which similar services have been provided and sia~ksr c d i  was 
extended. Also, information concenring billing policies for sirnib cliaiF& 
payment policies and debt collection policies WLW PO be Included 

In response ft the: Memorandum, DK restates ips 1 

was not given favorable terms or payment schedules by US Ainva]~~. DK' 
further states that Pam Garrett of US Airways wlls Allen Haywm3 wary 
an update on the. account. Finally, DK yxovidw a generic letter &(led D~o~lmkr  4. 
from Mr. Frank Nicholson, Manager, CLI~TUWXC~.~ Credit for US Aimys, dkectd 
Our Valued Customers", which requesti payment a ~ d  notes h t  dYediie 
1997, late charges will start being assessed on outs?andiig balmces. n 
was most likely directed to McNair Travel, the cmpaign's travel agesat. NO bwottfs 
were available aiier December 4, 1996, so it is not certain whetha 
actually assessed, these late charges. However, DKs  reported QW 

not reflect any increase that could ba attributed to late charges. 'I?= ire@ 
outstanding balances reported to the US. Department of Tmqnw&fim 
December of 19!)8, may indicate thc: assessment of an intnest charge. 

The Audit staff concludes that DK lhas failed to prnvkk 
documentation which demonstrates that US Airways did not extend a d i t  o&& o b h  
normal c o m e  of business, as defined under 1 1 CFR 8 1 16.3. DK 
documentatiot from US Airways detailing examples of other cw! 
similar size and risk for which similar wmices have been p v i &  
extended. Further, no information concerning US Airways billin 
clients, advance payment policies or debt collection policies. or ~~~ 

efforts made by US Airways to collect this debt have been provided. P 
specifically requested in the Mernoranilum, no evidence har ken 
that US Airway:; was in campliancc: with 14 CFR 9374a.4. 

During the C~ommkisior~~s considedon af'tkis 1clding 8 
was made to reject the Staff ConcIusion. That motion failed to receive w%Pcht VB 

be approved. Subsequently, the Commission voted to receive ihis fidli 
determination on the merits ofthe imalysis ofhe facts or the intefpwnion of she law 
contained herein. 

6 


